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,QWURGXFWLRQ
7KH )OHPLVK URDG QHWZRUN FRQVLVWV RI PDLQ URDGV PRWRUZD\V DQG UHJLRQDO URDGV SULPDU\ DQG
VHFRQGDU\URDGV,QWKLVSDSHUZHIRFXVRQWKHPDLQURDGVLHWKHNPPRWRUZD\QHWZRUNFRQVLVWLQJ
RI [ ODQHV RU [ ODQHV 7KH )OHPLVK PRWRUZD\ QHWZRUN LV KHDYLO\ WUDIILFNHG XS WR 
YHKLFOHVGD\RQRXUPRVWFRQJHVWHG[ODQHV

7KH FKRLFH RI SDYHPHQW LV SULPDULO\ GHFLGHG E\ VWUXFWXUDO UHTXLUHPHQWV 7KH DFRXVWLF SHUIRUPDQFH
SDUDPHWHULVFRQVLGHUHGDIWHUWKDW

7KHSDYHPHQWW\SHLVDQLPSRUWDQWIDFWRUIRUWKHQRLVHHPLVVLRQRIDURDG)RUDQXPEHURIUHJXODUO\
XVHGSDYHPHQWV7DEOHJLYHVWKHDSSUR[LPDWLYHQRLVHHPLVVLRQUHODWLYHWR60$&VSOLWPDVWLFDVISKDOW
 IRU FDUV DW D VSHHGRI NPK7KHVHYDOXHVZHUH GHWHUPLQHG IURPD UHODWLYH VPDOO VHW RI63%
PHDVXUHPHQWV $ PRUH DFFXUDWH RYHUYLHZ RI WKH QRLVH HPLVVLRQ E\ GLIIHUHQW SDYHPHQW W\SHV ZLOO EH
GHWHUPLQHG IURP&3;PHDVXUHPHQWVÁZKLFKZLOOEHXQGHUWDNHQGXULQJ WKH VHFRQGKDOI RIE\ WKH
$JHQF\RI5RDGVDQG7UDIILF
7DEOH$SSUR[LPDWLYHQRLVHHPLVVLRQUHODWLYHWR60$&63%PHDVXUHPHQWVDWNPK
3DYHPHQWW\SH 1RLVHHPLVVLRQUHODWLYHWR60$&
&5&3 G%$
'RXEOHOLIW&5&3 G%$
60$& G%$
60$' G%$
3RURXVDVSKDOW G%DYHUDJHGHSHQGLQJRQDJH

&XUUHQWSROLF\IRUFKRRVLQJEHWZHHQDVSKDOWRUFRQFUHWHSDYHPHQWV
7KH $JHQF\ KDV UHOHDVHG D FLUFXODU 02:$:9 LQGLFDWLQJ ZKLFK URDG VHFWLRQV RI WKH
PRWRUZD\QHWZRUNVKRXOGEHUHFRQVWUXFWHGLQ&5&37KHVHURDGVHFWLRQVKDYHEHHQGHWHUPLQHGEDVHGRQ
UHTXLUHGEHDULQJFDSDFLW\LQIXQFWLRQRIWKHWUDIILFORDG7KHPRVWKHDYLO\WUDIILFNHGVHFWLRQVVKRXOGEHLQ
&5&3WKHRWKHUVHFWLRQVFDQEHFRQVWUXFWHGZLWKDQDVSKDOWSDYHPHQW)LJXUHVKRZVWKH&5&3VHFWLRQV
LQ\HOORZ

:LWK63%PHDVXUHPHQWV6WDWLVWLFDO3DVV%\WKHQRLVHHPLVVLRQRIDURDGLVGHWHUPLQHGDWFORVHGLVWDQFHIURPWKHURDG
Á:LWK&3;PHDVXUHPHQWV&ORVH3UR[LPLW\WKHQRLVHHPLVVLRQRIDURDGLVGHWHUPLQHGZLWKDWUDLOHUHTXLSHGZLWKPHDVXULQJ
GHYLFHVDQGPHDVXUHVWKHQRLVHFORVHWRDW\UH
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
)LJ5RDGVHFWLRQVWREHFRQVWUXFWHGLQ&5&3\HOORZRUDVSKDOWJUHHQ
0RVWFRQFUHWHSDYHPHQWVDUHDFRXVWLFDOO\OHVVLGHDOWKDQWKHUHIHUHQFHDVSKDOWSDYHPHQWZLWK60$&
DVZHDULQJFRXUVH+RZHYHUWKHFLUFXODUVWDWHVWKDW³LIDPRUHVLOHQWZHDULQJFRXUVHLVQHHGHGEHFDXVHRI
FRPIRUWRUQRLVHUHDVRQV´DOWHUQDWLYHVDUHSRVVLEOH

x WZROLIW&5&3ZLWKDWRSOD\HU
x FRPSRVLWHSDYHPHQWFRQVLVWLQJRI&5&3RUDQGDIXQFWLRQDORYHUOD\ZLWKSRURXVDVSKDOW
RUDORZQRLVHDVSKDOWOD\HUFXUUHQWO\PRVWO\60$'RWKHUZHDULQJFRXUVHVDUHXQGHUGHYHORSPHQW

7KH FLUFXODU GRHVQ
W GHWHUPLQH RQ ZKLFK VHFWLRQV D TXLHW DOWHUQDWLYH VKRXOG EH DSSOLHG %XW IRU
PDLQWHQDQFHUHDVRQVDWZROLIW&5&3LVSUHIHUUHG

)RUWKHRWKHUVHFWLRQVLQGLFDWHGLQJUHHQLQ)LJXUHDQDVSKDOWSDYHPHQWLVSRVVLEOHDVLVDFRQFUHWH
SDYHPHQW ,I DQ DVSKDOW SDYHPHQW LV FKRVHQ WKH JXLGH OLQHVRI FLUFXODU02:$:9 VKRXOGEH
IROORZHG LQ ZKLFK FDVH WKH ZHDULQJ FRXUVH IRU WKH PRWRUZD\ QHWZRUN LV HLWKHU 60$& 60$' RU
SRURXVDVSKDOW

7DEOHVXPPDUL]HVWKHGLIIHUHQWSRVVLELOLWLHV
7DEOH3RVVLEOHRSWLRQV
)LJXUH 1RLV\RSWLRQ 6LOHQWRSWLRQ 0RVWVLOHQWRSWLRQ
&RQFUHWHSDYHPHQW &5&3G% 7ZROLIW&5&3G%
&RPSRVLWHZLWK60$&G%
&RPSRVLWHZLWK60$'G%
&RPSRVLWHZLWKSRURXVDVSKDOWG%
&RPSRVLWHZLWKORZQRLVHDVSKDOW;G%
$VSKDOWRUFRQFUHWH
SDYHPHQW
&5&3G% 60$&G%
60$'G%
7ZROLIW&5&3G%
3RURXVDVSKDOWG%
/RZQRLVHDVSKDOW;G%

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5HVWULFWLRQVUHODWHGWRWKH³PRVWVLOHQWRSWLRQ´
3RURXVDVSKDOW
3RURXVDVSKDOWKDVDORZHUQRLVHHPLVVLRQWKDQGHQVHDVSKDOWEHFDXVHRIWKHQRLVHDEVRUSWLRQE\WKH
SRUHV+RZHYHUDIWHUVRPHWLPHWKHVHSRUHVVWDUWWRFORJDQGWKHDFFRXVWLFHIIHFWGLPLQLVKHVZLWKWLPH
$OVRZLQWHUPDLQWHQDQFH LV OHVV IDYRXUDEOHPRUH GHLFLQJ VDOW KDV WR EH XVHGZKLFK GLVDSSHDUV LQ WKH
SRUHV$QRWKHUGUDZEDFNLVWKHVKRUWHUGHVLJQOLIHFRPSDUHGWRGHQVHDVSKDOW

)RUWKHVHUHDVRQVWKH$JHQF\GRHVQ
WUHFRPPHQGWKHXVHRISRURXVDVSKDOW
/RZQRLVHDVSKDOW
(VSHFLDOO\LQWKH1HWKHUODQGVORZQRLVHDVSKDOWOD\HUVKDYHEHHQGHVLJQHG7KHVHZHDULQJFRXUVHVDUH
XVXDOO\PRUHVLOHQWWKDQ60$&6LQFHWKH\DUHUHODWLYHO\QHZWKHUHDUHVWLOODORWRIXQFHUWDLQWLHVDERXW
WKHLUDFRXVWLFSHUIRUPDQFHGXUDELOLW\UXWWLQJUHVLVWDQFHDQGRWKHUSURSHUWLHV

7KH$JHQF\LQWHQGVWREXLOGDSLORWVHFWLRQZLWKHLJKWGLIIHUHQWORZQRLVHDVSKDOWOD\HUV7KHDFRXVWLF
SHUIRUPDQFHDQGRWKHUSURSHUWLHVVXFKDVVNLGUHVLVWDQFHZLOOEHGHWHUPLQHGDIWHUFRQVWUXFWLRQDQGZKHQ
WHVHFWLRQVKDYHEHHQLQXVHIRUWZR\HDUV%DVHGRQWKLVUHVHDUFKORZQRLVHDVSKDOWPD\EHLQWHJUDWHGLQ
WKHJXLGHOLQHVIRUURDGPDQDJHPHQW
1RLVHFULWHULRQ
7KHIROORZLQJGHVFULEHVDFULWHULRQWRGHFLGHRQZKLFKURDGVHFWLRQVD³VLOHQW´SDYHPHQWLVSUHIHUDEOH
EHFDXVHRIUHVLGHQWLDODUHDVDURXQGWKHPRWRUZD\
*HQHUDOSULQFLSOH
7KH SDUDPHWHU WR GHWHUPLQH RQ ZKLFK URDG VHFWLRQ WKH ³VLOHQW RSWLRQ´ RU WKH ³PRVW VLOHQW RSWLRQ´
DFFRUGLQJWR7DEOHLVWKHQXPEHURIKRPHVDWDFHUWDLQGLVWDQFHIURPWKHURDG

7KHGLVWDQFHIURPWKHURDGZKHUHWKHQXPEHURIKRPHVDUHFDOFXODWHGLVGHWHUPLQHGE\WKHORFDWLRQRI
WKHLVRQRLVHOLQHRI/GHQ G%LQWKHFDVHRIDURDGSDYHPHQWZLWK60$&LQDIUHHDQGIODWILHOG7KH
OHYHO RI  G% LV UHSUHVHQWDWLYH IRU WKH RFFXUDQFH RI PHGLXP QXLVDQFH IRU   RI WKH H[SRVHG
LQKDELWDQWV 6LPLODUO\ WKH GLVWDQFH IRU /GHQ    G% LV GHWHUPLQHG 7KLV OHYHO LV UHSUHVHQWDWLYH IRU WKH
RFFXUDQFHRIVHYHUHQXLVDQFHIRURSWKHH[SRVHGLQKDELWDQWVDQGIRUWKHRFFXUDQFHRISRVVLEOHKHDOWK
ULVNV

)LQDOO\WKHIROORZLQJFULWHULRQZLOOEHXVHGWRGHWHUPLQHRQZKLFKURDGVHFWLRQVDPRVWVLOHQWRSWLRQ
LVQHFHVVDU\

$VLOHQWRSWLRQLVGHVLUDEOHLIDWOHDVWRQHRIWKHIROORZLQJFRQGLWLRQVLVPHW

x PRUHWKDQKRPHVSHUNPFORVHUWKDQWKHG%GLVWDQFH
x PRUHWKDQKRPHVSHUNPFORVHUWKDQWKHG%GLVWDQFH

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$PRVWVLOHQWRSWLRQLVGHVLUDEOHLIDWOHDVWRQHRIWKHIROORZLQJFRQGLWLRQVLVPHW

x PRUHWKDQKRPHVSHUNPFORVHUWKDQWKHG%GLVWDQFH
x PRUHWKDQKRPHVSHUNPFORVHUWKDQWKHG%GLVWDQFH

7KLV FULWHULRQZLOO EH DSSOLHG WR URDG VHFWLRQV RI VHYHUDO NLORPHWHUV ORQJ WR DYRLG FRQVHFXWLYH URDG
VHFWLRQVZLWKGLIIHUHQWSDYHPHQWV7KHFULWHULDIRUPXODWHGDERYHDUHWKHDYHUDJHQXPEHURIKRPHVRYHU
WKHZKROHVHFWLRQ
'HWHUPLQLQJWKHG%DQGG%GLVWDQFHV
7R GHWHUPLQH WKH GLVWDQFH IURP WKH URDG RI WKH LVROLQHV RI  DQG  G% WZR SDUDPHWHUV DUH
LPSRUWDQW WUDIILF LQWHQVLW\ DQG PD[LPXP VSHHG 7KH GLVWDQFHV DUH GHWHUPLQHG IURP WKH QRLVH PDSV
FDOFXODWHG DFFRUGLQJ WR WKH GLUHFWLYH (& )RU SDYHPHQWV ZLWK 60$& DQG D UHDVRQDEO\ IUHH
ILHOGWKHGLVWDQFHRIWKHDQGG%OLQHVIURPWKHVLGHRIWKHURDGLVGHWHUPLQHGVHH)LJXUH


)LJ([DPSOHRIWKHGHWHUPLQDWLRQRIWKHG%OLQHDORQJWKH$(LQ/XPPHQWKHG%OLQHLVWKHOLQHEHWZHHQWKHJUHHQ
]RQHG%DQGWKH\HOORZ]RQHG%ZKLFKLVDERXWPIURPWKHURDG
7KH GLVWDQFHV DUH JURXSHG GHSHQGLQJ RQ WKH VSHHG DQG WUDIILF LQWHQVLW\ 7KH WUDIILF LQWHQVLW\ LV
H[SUHVVHGE\PHDQVRIDQ³DFRXVWLFDO´FDUHTXLYDOHQW3$($.

3$($. QXPEHURIFDUVQXPEHURIOLJKWWUXFNVQXPEHURIKHDY\WUXFNV

7KHUHVXOWVDUHVXPPDUL]HGLQ7DEOHWRIRUWKHGLIIHUHQWPD[LPXPVSHHGV
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  P P
  P P
 ! P P
'HWHUPLQDWLRQRIWKHQXPEHURIDIIHFWHGKRPHV
)RUHDFKURDGVHFWLRQWKHFDWHJRU\DFFRUGLQJ WRWDEOHWRLVGHWHUPLQHGDQGWKHQXPEHURIKRPHV
WKDWDUHDIIHFWHGLQWKHFRUUHVSRQGLQJGLVWDQFHIURPWKHURDG7KHQXPEHURIDIIHFWHGKRPHVLVGLYLGHGE\
WKHOHQJWKRIWKHURDGVHFWLRQ
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([DPSOH
)LJXUHLVDURDGVHFWLRQRQWKH$(LQ=XWHQGDDOEHWZHHQ1DQG1


)LJ&RPELQDWLRQRISDYHPHQW\HOORZFRQFUHWHJUHHQDVSKDOWDQGVLOHQWVXUIDFHVRUDQJHDQGUHG
7KLVVHFWLRQKDVWKHIROORZLQJSDUDPHWHUV

x 3$($. 
x PD[LPXPVSHHG NPK
x FDWHJRU\VSHHGNPKFDWHJRU\
x OHQJWKRIWKHURDGVHFWLRQ NP
x GLVWDQFHRIWKHG%OLQH PUHG]RQH
x QXPEHURIKRPHVFORVHUWKDQPWRWKHURDGKRPHVLQGLFDWHGLQEOXH
x QXPEHURIKRPHVSHUNPFORVHUWKDQPKRPHV
x GLVWDQFHRIWKHG%OLQH P
x QXPEHURIKRPHVFORVHUWKDQPWRWKHURDGKRPHV
x QXPEHURIKRPHVSHUNPFORVHUWKDQPKRPHV
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$SSOLFDWLRQRQWKHPRWRUZD\QHWZRN
)LJXUH FRPELQHV WKH VHFWLRQVZKHUH D FRQFUHWHSDYHPHQW LV QHFHVVDU\ VHH DOVR)LJXUH DQG WKH
VHFWLRQZKHUHDVLOHQWRSWLRQLVGHVLUDEOH

x WKHURDGVHFWLRQVZLWKDFRQFUHWHSDYHPHQWDUHLQGLFDWHGLQ\HOORZWKHRWKHUVHFWLRQVDUHLQGLFDWHGLQ
JUHHQDFFRUGLQJWRFLUFXODU02:$:9
x WKHRXWOLQHLQGLFDWHVWKHVHFWLRQVZKHUHDVLOHQWRSWLRQRUDQJHRUWKHPRVWVLOHQWRSWLRQUHGDUH
QHFHVVDU\

)LJ&RPELQDWLRQRISDYHPHQW\HOORZFRQFUHWHJUHHQDVSKDOWDQGVLOHQWVXUIDFHVRUDQJHDQGUHG
,QWRWDODERXWNPRURIWKH)OHPLVKPRWRUZD\QHWZRUNVKRXOGEHFRQVWUXFWHGZLWKDVLOHQW
SDYHPHQW

&RQFOXVLRQV
%DVHGRQWKHUHVXOWVRIWKHQRLVHPDSVDFULWHULRQFDQEHFUHDWHGZKLFKFDQLQGHQWLI\URDGVHJPHQWVRQ
ZKLFKDTXLHWHUSDYHPHQWLVSUHIHUUHG7KHVWDUWLQJSRLQWIRUWKHFULWHULRQLVWRGHWHUPLQHWKHQXPEHURI
KRPHVZLWKLQDFHUWDLQGLVWDQFHIURPWKHURDGVHFWLRQ7KLVFULWHULRQLVDSSOLHGWRWKH)ODQGHUVPRWRUZD\
QHWZRUN
5HIHUHQFHV
'LUHFWLYH(&RIWKH(XURSHDQ3DUOLDPHQWDQGRIWKH&RXQFLOUHODWLQJWRWKHDVVHVVPHQWDQGPDQDJHPHQWRIHQYLURQPHQWDO
QRLVH

$QQR\DQFHIURPWUDQVSRUWDWLRQQRLVH5HODWLRQVKLSVZLWKH[SRVXUHPHWULFV'1/DQG'(1/DQGWKHLUFRQILGHQFHLQWHUYDOV
(QYLURQPHQWDO+HDOWK3HUVSHFWLYHV±0LHGHPD+0(2XGVKRRUQ&*0

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&LUFXODU02:$:9.HX]HYDQGHYHUKDUGLQJRSKRRIGZHJHQ9ODDPVH2YHUKHLG±$JHQWVFKDS:HJHQHQ9HUNHHU±


&LUFXODU02:$:9.HX]HYDQDVIDOWPHQJVHOVHQELQGPLGGHOHQ9ODDPVH2YHUKHLG±$JHQWVFKDS:HJHQHQ9HUNHHU±


%HVOXLWYDQGH9ODDPVH5HJHULQJYDQMXOLLQ]DNHGHHYDOXDWLHHQGHEHKHHUVLQJYDQKHWRPJHYLQJVODZDDL

2QWZLNNHOHQYDQJHOXLGVEHODVWLQJVNDDUWHQHQDIJHOHLGHJHJHYHQVYRRUZHJYHUNHHUPHWLQEHJULSYDQGHVRIWZDUHHQLQYRHUXLWYRHU
EHVWDQGHQYRRU9ODDQGHUHQ9ODDPVH2YHUKHLG±
$JHQWVFKDS:HJHQHQ9HUNHHU$IGHOLQJ:HJHQERXZNXQGH

$FWLHSODQ:HJYHUNHHUVODZDDL9ODDPV*HZHVW±9ODDPVH2YHUKHLG±

1RWDVWLOOHZHJYHUKDUGLQJHQ0DUJR%ULHVVLQFN-HURHQ/DYULMVHQHQ%DUEDUD9DQKRRUHZHGHU9ODDPVH2YHUKHLG

